oW

Expires: May 31,2017
SEC 17008319 Estimated average burden
Ma.“ ProcessinQANNu:-u. MU s e o haursperresponsa...:..m.oo
| Saction FORM X-17A-5 pr————
AR 17017 PART Il 511345

Aractineenn 1 FACING PAGE
Infoﬁnation;\ckequired of Brokers and Dealers Pursuant to Section 17 of the
Secifrities Exchange Act of 1934 and Rule 17a-5 Thereunder

REPORT FOR THE PERIOD BEGINNING____01/01/16 ANDENDING_____ 1231716
MM/DD/YY MM/DD/YY

A. REGISTRANT IDENTIFICATION

{
NAME OF BROKER-DEALER: Wacwd 2 0s) ’N ()/ OFFICIAL USE ONLY
ADDRESS QF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.) FIRM LD. NO.
1101 14th Street, NW '
(No. and Street)
Washington DC 20005
City) {State) @ip Code)

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT -
N Bannis K Wachtel 202-098-1144

{Area Code - Telephone Number)

B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*

Steven G Hirshenson, Chartered
' (Name — if individual, state last, first, middle namc)

50 West Edmonston Drive #603 Rockville MD 20852
(Addre;s) : (City) (State) (Zip Code)
CHECK ONE:
qutiﬁed Public Accountant

Public Accountant
Accountant not resident in United States or any of its possessions.

FOR OFFICIAL USE ONLY

*Claims for exemption from the requirement that the annual report be covered by the opinion of an independent public accountant
must be suppérted by a statement of facis and circumstances relied on as the basis for the exemption. See Section 240.17a-5(e)(2)

Potential persons who are to respond to the collection of
Information contained in this form are notrequired to respond
SEC 1410 (06-02) unlesstheform displays'a currently valid OMB control number.

&



OATH OR AFFIRMATION
swear (or affirm) that, to the best of
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L - Bonnia K. Wachtel
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December 31

o Qg
" classified s?!slely as that of 2 customer, except as follows:

Signature

¥ 4
§ .
AR SN 20 L I Su B

'CEQ

U S eandde |, ] [JJWQJ«Q WENDIE L. WACHTEL
N(“’"?\" PUBLI" DISTRICT GF COLUMBIA
Commission Expltsstmw 14,2021

Notary Public
is report ** contains (check all applicable boxes)

Title

(a) Facing Page.
B/ ) Statement of Financial Condition
{c) Statement of Income (Loss). )
-[d”(d) Statement of Changes in EascmbEsmRInon. £ASH SLONS,
(e) Statermnent of Changes in Stockholders’ Equity or Pariners’ or Sole Proprietors® Capital
Ol (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.
" (g) Computation of Net Capital. -
(h) Compuration fer Determination of Reserve Requirements Pursuant to Rule 15¢3-3
[2 (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3
@ AReconeiliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3
0 (k) A Reconciliation between the audited and unaudited Statements of Rinancial Condition with respect to methods of

¢ousolidation.
IZ/ (1) An Oath or Affirmation.
[ (m) A copy of the SIPC Supplementa] Report.
(n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit
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STEVEN G. HIRSHENSON

CHARTERED
CERTIFIED PUBLIC ACCOUNTANT
50 W. EDMONSTON DRIVE
SUITE 603 TEL: 301-738-8803
ROCKVILLE, MD 20852 FAX: 301-738-8599

Report of Independent Registered Public Accounting Firm

To The Board of Directors
Wachtel & Co., Inc.
Washington, DC

We have audited the accompanying statement of financial position of Wachtel & Co., Inc. (the
Company) as of December 31, 2016, and the related statements of operations, changesin
stockholders’ equity, changes in liabilities subordinated to claims of general creditors, and cash
flows for the year then ended. These financial statements are the responsibility of Wachtel & Co.,
Inc.'s management. Our responsibility is to express an opinion on these financial statements
based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting
Oversight Board (United States). Those standards require that we plan and perform the audit fo
obtain reasonable assurance about whether the financial statements are free of material
misstatement An audit includes examining on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles
used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Wachtel & Co., Inc. as of December 31, 2016 and the results of its operations
and its cash flows for the year then ended in conformity with accounting principles generally
accepted in the United States of America.

The supplementary information has been subjected to audit procedures performed in conjunction
with the audit of Wachtel & Co., Inc.'s financial statements. The supplementary information is the
responsibility of Wachtel & Co., Inc.'s management. Our audit procedures included determining
whether the supplementary information reconciles to the financial statements or the underlying
accounting and other records, as applicable, and performing procedures to test the completeness
and accuracy of the information presented in the supplementary information. In forming our
opinion on the supplementary information, we evaluated whether the supplementary information,
including its form and content, is presented in conformity with 17 C.F.R. §240.17a-5. In our
opinion, the supplementary information is fairly stated, in all material respects, in relation to the
financial statements as a whole.

oy VR Ay

Steven G. Hirshenson, Chartered

February 27, 2017



Wachtel & Co., Inc.
Statement of Financial Position
December 31, 2016

Assets

Cash . erviesaisrusstars besses ehReS SR SR SRS eSS ORI AR SR SRt e PR S aR SR RIS SebaRS L ehe
Cash and securities segregated under SEC regulations .........
Receivable from Brokers ... nenmssmsessnnsemersssens

Receivable from CUSEOMEATS ... ceieei et cersreensn e seenseee

Securities owned - investment acCount .....c e ereereeeeererneeens
Securities owned - trading aCCOURNT ....ooeveeecreieceererertcennereneene
Other reCeIVEDIES ...civeres e vecreeersrremesseassisarsios st smassravessesesssnses
Clearing DEPOSILS .c.covveveeeeermsceesenserssessersresee s nesens e senesanasines '
Prepaid eXPenses ...ccecserscsrssmmerrenen orscmecsmessermsnnse
Prepait iINCOME 18XES ... veeererscermmrmreemssmrsseressnseraresesssnssssaresnass
NBt fIXEA @S5ETS ....vvrcerieere e sresersreseseerssesesesssirassasssas sevmss seassssnrees

TORAL ASSEES.......coceceeer s ss e s esiamsr et ereaseres sas sesnsamsssaroones

Liabilities

Accounts payable and accrued eXpenses ... e i
InCOMe Taxes PAYabIE ... cceucericemmeemns e srer s s
Payable t0 brokers ... o n o,
Payable 10 CUSTOMENS ....cve e e e st
Payable t0 S1OCKNOIAETS ..o s sessseinrim e

Deferred tax ability ..o sereeensssesesssesenssns

TOtAl LIABHILIOS oo et e verseere v sesrae s sesssesasses stssotenesins

Stockholders' Equity
Capital stock, 51 par; 100,000 authorized,

56,192 shares OULSTANAINE cverveerrmmmerirmmmrsesis st

Additional paid in capital -
Retained @arnings ... i mesmissosss s

Total Stockholders’ EQUItY ... cvmnisinssnicssonniines

Total Liabilities and Stockholders' Equity ..........cocenivinan,

See Notes to Financial Statements

S 3,320,372

$

1,669,013
100,278
956
1,054,200
2,093,695
4,453
511,679
1,469

20,000

0
181,783
1,122,637
2,149,313
372,822

3,846,555

56,192
69,312
3,885 645

4,911,149

8,757,704



Wachtel & Co,, Inc.
Statement of Operations
Year Ended December 31, 2016

Revenues

COMMISSIONS <veverrrrsesesresessmssmssesasmsmsens sssssemsasmssssonssnssssss S
Net Trading Account gain (I0S5)  cooceroreercevneerccnncener
Investment Account Realized Gain {LOSS) .....occeneeee
Investment Account Unrealized Gain (Loss) ............
INTEIESE cieverere cersarrsseersreesars esansemsars s srrca st b serensnas stassosen
DIVIHENAS «orcverecre st rerecener srvmmnsissessanseesmesmasses sransm ssssnasss
Mutual FUNAS ..corecerne e snecsensriasseanins

CONSUILING FERS  .oovreericrrtrercetenremerronemrssesmramaresseassses
Other

TOtal REVENUES...cvccreeuriensnsisarssasonsssaransmnessrsnsasorsssmssnsas

Expenses

Accounting and professional Services.........cuavruneens
AQVEIISING.cvvvreervrseresersersrersmsmsrenseremsereisesarsseemsmasesassasanss
Clearing CharBeS .. e versrsnsnnse e e s corssanss
COMMISSIONS..setensrmeserers srtrencsosssonsineaesessamasercsessasssarasassas
Communications & Technology ........cccene.u.
CONSURING .. veccscverntrcrriasioesesosresanssessasssrsscsssanesns s sasens
DUES AN ICENSES i vrverveervrrmsmsasareersesenserasssasses saneemsesssacn
Health benefits....... e msrneicemsnnesssnsosssene
INSUFANCE ceriererenssenrenemsresenstssrosmrorssns st soresmsasasssassassassane
MISCRIIANBOUS....c.ececcrererreierircscssaresresnscrsnm arsorensesosesaness
OffiCE EXPENSE..coviere crerrrreerrerreseernesensmarmssor e sirassassasssesenes
Officers' Salaries. ..o venrreccermrarse

SALATIES .o eeererrrmersevesrsasarsrersesensesatssss isonsrass sessssess sosasnssnse
Taxes, payroll and other...... i
Travel and transportation........cuewmswsnssrsasscseses
TOLAl EXPENSES ecorvrnrer e cencraresmrsssescsessassss sarras s smsassassanas

INCOME DEFOre tAXES..civerecrerverserresrersrsrmsenressaorease cssses
Provision for INCOME LaXES.....cuurammurrraisisenossarsssssanes

NEE INCOME oo ceereirecriris cerersissassssnnsmsassssrveans S

See Notes to Financial Statements

262,868
121,456
29,700
(18,972)
75,467
23,568
7,666
184,000
98
685,851

18,000
0
37,043
205,000
7,769

0

7,665
27,515
2,810

0

6,229
102,000
0
28,527
59,241
76,000
14,229
4,363
596,391

89,460
{ 18,768)

70,692



Wachtel & Co., Inc.
Statement of Changes in Stockholders’ Equity
Year Ended December 31, 2015

Capital Paid-in Capital  Retained Earnings

Balances at December 31,2015 $§ 56,192 S 969,312 S 3,814,953
NetIncome e 0 0 70,692
Balances at December 31, 2016 $_56,192 $_ 969312 S_ 3,885,645

See Notes to Financial Statements



Wachtel & Co., Inc.

Statement of Changes in Liabilities Subordinated

Year Ended December 31, 2016

Subordinated Borrowings as of January 1, 2016 ...... ) 0
Change in Subordinated Borrowings ........u.ue.. 0
Subordinated Borrowings as of December 31, 2016 S 0

See Notes to Financial Statements



Wachtel & Co., Inc.
Statement of Cash Flows
Year Ended December 31, 2016

Cash Flows from Operations

Interest reCeiVEl oo sesssm e sntesssasseeans S 71,556
Fees and commissions received 454,632
Net cash flow to purchase and sell trading securities.......c...... 258,284
Dividends reCRIVEL ... crensistersmesenmsmerceriassesresseesmmmmsesnisonsasos 23,568
Cash paid to suppliers and emMployees..... .. e e eeemesssseenenes ( 596,058)
Incometaxes paid s (_27,236)
Net cash from operations e 184,746

Cash Flows from Investing

Transfer to Segregated Customer Reserve Account .............. { 2,454)
Proceeds from sale of investment securities ... [ 39,600
Net cash from iNVEStING coerve e secem e ree e s ssnesmesnenes 37,146
Netincrease in Cash and Cash Equivalents  ....ccvreverrciconns 221,892
Cash and Cash Equivalents at beginning of year  ........ccce. 3,098,480
Cash and Cash Equivalents at end of year cerereensrenrineennee 93,320,372

Reconciliation of Net Income to Net Cash Provided by Operations
NELINCOME ciisesceimensssnass st sesserssssessss ssssesanssnssrasrassrossons S 70,692

Adjustments to reconcile net income to net cash provided by operations

Decrease (increase) in other receivables.. .. v e { 3,911)
Decrease {Increase) in prepaid eXPenses... .o 333
Decrease in prepaid iNCOME taXCS . uerrsesrsrsrsarsssnemssescrseessmssssns 0
Increase (Decrease) in deposits  .vceswnwer oo, ( 0)
Decrease {Increase) in investment aCCOUNT....c e cninenensinns 28,872
Decrease {Increase) in trading account .. ememrrerineessissaniens ( 121,101)
Increase (Decrease) in accts payable and accrued expenses... 0
Increase (Decrease) in net payables due customers/brokers 304,371
Increase {Decrease) in defarred faxes...........wmoimeno ( 8,468)
Increase (Decrease) in payable to stockholders.......oouuiccs ( 86,042)
TOtal ACJUSTMENES .. ccverererceerrreacssresmesmssnnms sorsescssassssssvsssiasraserasssanss 114,054
Net Cash Provided {Used) by OPerations.......sssssercrsscesses s $_ 184,746

See Notes to Financial Statements



Wachtel & Co., Inc.

Notes to Financial Statements

Note 1 - Organization and Nature of Business

The Corporation, incorporated in the District of Columbia, is a securities broker-dealer
registered with the Securities and Exchange Commission {SEC), and is a member of the
NASDAQ Stock Exchange and the Financial Industry Regulatory Authority (FINRA). The
Corporation does not engage in commodities, options, or foreign exchange transactions.

Note 2 — Summary of Significant Accounting Policies

The accounts of the Corporation are maintained and the financial statements prepared, on
the accrual basis of accounting, except for dividends which are recorded as income at the
time of receipt.

Securities transactions, including related commission income and expense, are recorded on a
trade date basis.

The Corporation’s Investment Account is comprised of securities purchased and held without
the intent of short term resale. The Corporation’s Trading Account is comprised of securities
purchased primarily for the purpose of selling in the near term. Securities are valued at
market value and those not readily marketable are valued at fair market value as determined
by the Board of Directors. The resulting difference between cost and market {or fair value) is
included in income. Realized gain on investment securities is determined using FIFO cost.

Fixed assets are recorded at cost. Depreciation is provided for using declining balance
methods over estimated useful lives ranging from three to five years. Expenditures for
maintenance, repairs, and minor renewals are charged to expense as incurred.

Income taxes are provided at appropriate rates on amounts as determined in the statement
of operations. No current provision for taxes is reported to the extent it applies to an
increase in the market value of the Investment Account.

For the purpose of the statement of cash flows, the Corporation does not include funds
segregated under rule 15¢3-3 of the Securities and Exchange Commission as cash and cash
equivalents.

The presentation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date
of the financial statements and reported amounts of revenue and expenses during the
reporting period. The results could differ from those estimates.



Wachtel & Co., Inc.
Notes to Financial Statements

Note 3 ~ Cash and Securities Segregated Under SEC Regulations

Funds segregated in Special Reserve accounts for the benefit of customers under Rule 15¢3-3
of the Securities and Exchange Commission are invested in a money market account at
Cardinal Bank earning interest at 0.21% with a balance of $68,696, a money market account
at Suntrust Bank earning interest at 0.60% with a balance of $§550,317 as of December 31,
2016; an $800,000 certificate of deposit at Lakeside Bank earning interest at 1.05% with a
maturity of April 22, 2017; and a $250,000 certificate of deposit at Eagle Bank earning
interest at 1.00% with a maturity of June 12, 2017.

Note 4 - Fair Value Measurements

The Corporation measures on a recurring basis its investments at fair value in accordance

with FASB codification “Fair Value Measurements and Disclosures”, which provides the

framewaork for measuring fair value. That hierarchy prioritizes the inputs used in determining
. valuations into three levels. The levels of fair value hierarchy are as follows:

Level 1: Securities traded on an active market. When available, the Corporation
measures fair value using level 1 inputs because they generally provide the most
reliable evidence of fair value. Mutual funds are included here,

Lavel 2: Securities not traded on an active market but observable market inputs are
readily available.

Level 3: Securities not traded on an active market and observable inputs are not
readily available.

Following is a description of the valuation methodologies used for assets measured at fair
value. There have been no changes in the methodologies used thru December 31, 2016.

Equity securities: Value based on quoted market prices at year end.
Mutual funds: Value based on net asset value {NAV) at year end.

The preceding methods described may produce a fair value calculation that may not be
indicative of net realizable value or reflective of future fair values. Furthermore, although
the Corporation believes its valuation methods are appropriate and consistent with other
market participants, the use of different methodologies or assumptions to determine the fair
value of certain financial instruments could result in a different fair value measurement at
the reporting date.

10



Wachtél & Co,, Inc.

Notes to Financial Statements

Note 4 — Falr Value Measurements (continued)

The following table sets forth by level, within the fair value hierarchy, the Corporation’s
assets at fair value as of December 31, 2016.

Level 1 Level 2 Level 3 Total
Equity Securities $1,283836  $ 13344 $4000 S 1,301,180
Mutual Funds ] 1,846,715 0 0 1,846,715

Total Assets at fairvalue $_3,130,551 $ 13344 $.4000 53147895

Note 5 — Net Fixed Assets

Net fixed assets consist of the following:

Furniture and Equipment ........... §25,611
Automobiles . - 15,887
41,498

Less: Accumulated Depreciation..  { 39,909)
Net Fixed Assets  ..oooocevevrcmeceeneenns $ 1,589
Note 6 — Transactions with Officers and Stockholders

Amounts receivable and payable to officers and stockholders represent transactions arising
in the normal course of business. The amounts are non-interest bearing.

Note 7 - Pension Plan

The Corporation has a discretionary simplified employee pension plan for eligible employees.

The total pension expense for the year ended December 31, 2016 was $0.
Note 8 — Concentration of Credit Risk

At times the combined account balances in any one bank are in excess of the $250,000
amount insured by the Federal Deposit Insurance Corporation (FDIC). The Corporation has
not experienced any losses in such accounts and believes it is not exposed to any significant
credit risk on cash.

11



Wachtel & Co,, Inc.
Notes to Financial Statements

Note 9 —Income Taxes

The provision for federal and state income taxes consists of the following:
Current income taxes

Federal......oceeeererrccnnnee. S 16,397
oo | IS TUUTOO 10,839
Total current provision...... 27,236
Deferred income taxes.......couneu. (8,468)
Total provision for taxes........... $ 18,768

Deferred income taxes are principally applicable to the unrecognized gain on the investment
account inventory. The Federal and District of Columbia tax returns of the Corporation are
subject to examination by the taxing authorities generally for three years after they were
filed,

Note 10 — Net Capital Requirements

The Corporation is subject to the Securities and Exchange Commission Uniform Net Capital
Rule 15¢3-1, which requires the maintenance of minimum net capital and requires that the
ratio of aggregate indebtedness to net capital shall not exceed 15 to 1. As of December 31,
2016, the ratio of aggregate indebtedness to net capital was .62 to 1, and net capital of
$4,255,479 exceeded capital requirements of $250,000 by $4,005,479.

Note 11 ~ Lease

The Corporation occupies space under a lease in effect through July 31, 2017. As of
December 31, 2016 the monthly base rent was $4,324 plus additional rent for a pro-rata
share of increases in the operating expenses of the building starting July 31, 2013. The lease
includes an escalation clause of 2.5% per year. Annual minimum future rental payments are
as follows:

Year Ending December 31

2017.ccveeienenn. 30,263
Total.................5 _30,263

Note 12 — Commitments, Contingencies & Guarantees - None
~ Note 13 — Subsequent Events - None

Management has evaluated events through February 24, 2017, the date on which the
financial statements were available to be issued.

12



Wachtel & Co., Inc.

Computation of Net Capital Pursuant to SEC Rule 15¢3-1

December 31, 2016

TOLAl ASSELS eeeeerrercveiniresesissnessnessassssssrasssasees S

Total Liabilities wocereiremierensnreess s reesrreveres

NetWorth it et e
Non-Allowable Assets

Other DeduCtions ...
Current Capital  .ooceciv it e e e
Allowable ASSELS et et
HAIrCULS et st
Adjustéd NetCapital et
Liabilities Not included in Aggregate Indebtedness...
Aggregate Indebtedness ...,
Calculated Required Capital  ..ccoeevnennersvnnmsecnnecns
Minimum Required Capital  .ccicinin v seesneanens
Excess Capital .o

Ratio (Al / Net Capital) oo

8,757,704
3,846,555
4,911,149
46,534
90,000
4,774,615
8,711,170
519,136
4,255,479
1,194,480
2,652,075
176,805
250,000
4,005,479

.62

13



Wachtel & Co., Inc.

Computation of Cash Reserve Requirement Pursuant to SEC Rule 15¢3-3

December 31, 2016
Customer Credit Balances ... vveevcreen S 1,122,637
Customers’ SecUrities F/R..... .o curmececveseeicssrseenesinene 118,238
TOLAl Credits .cvieceiverirsecnimismes sevesesnirsesmsssnsseens s sessesas 1,240,875
Custorﬁer Debit Balances (-1%) ....ceeeeereersrorrmsonces 947
Customers’ Securities F/D......cuussmmresimessnans Jes— 45,448
TOtal DEDILS.c.. e eeeciecerniecearcerarenaessmsas senesmseas semece ceeeerees 46,395
Excess of Credits Over Debhits.....c..cnnniicirseen 1,194,480 |
Amount in Reserve a/c (12/31/16)...ccucrrririenninne 1,669,013
January Deposit or (Withdrawal).......covvvereeereniernnens 0
New Balance ir; ACCOUNT....cverrirercmrenreriemraraios caeseansrenne 1,669,013
Reserve for Early Withdrawal Penalty.......cco.ccceoeeere.e. 15,000
Available BalanCe. .. e visesecemveeeensreeeesneen 1,654,013

Excess Deposit Over Requirement.. ... e S 459,533

See Notes to Financial Statements.

14



Wachtel & Co., Inc.

Information for Possession or Control Requirements under SEC Rule 15¢3-3

December 31, 2016

Market Vaiuation and Number of Items of:

L Customers’ fully paid securities not in Wachtel & Co., Inc.’s possession or control as
of December 31, 2016 (for which instructions to reduce possession or control had been
issued) but for which the required action was not taken within the time frame specified
under rule 15¢3-3. (Notes A and B below.)

Number of [tems — None Value — None
2. Customers’ fully paid securities for which instructions to reduce to possession or
control had not been issued as of December 31, 2016, excluding items arising from
"temporary lags which result from normal business operations” as permitted under rule

15¢3-3. {Notes B and C beiow.)

Number of items — None Value —~ None

Notes

A. item 1 does not include customers’ fully paid securities required to be in possession
or control, but for which no action was required as of the report date or the required action
was taken within the time frame specified in rule 15¢3-3.

B. Since there were no items reported above, they were not subsequently reduced to
possession or control.

C. Item 2 includes only items not arising from “temporary lags which frequently result
from normal business operations”.

15



STEVEN G. HIRSHENSON

CHARTERED
CERTIFIED PUBLIC ACCOUNTANT
50 W. EDMONSTON DRIVE
SUITE 603 TEL: 301-738-8803
ROCKVILLE, MD 20852 FAX: 301-738-8599

Notice Pursuant to SEC Rule 17a-5(d)(4)

To the Board of Directors
Wachtel & Co., inc.
Washington, DC

We have compared the Schedule of Computation of Net Capital Under Rule 15¢3-1, and the
Computation for Determination of Reserve Requirements under Exhibit A of Rule 15¢3-3, with the
corresponding Schedules filed by Wachtel & Co., Inc. as Part 1l of its unaudited December 31,
2016 Focus Report.

In our opinion, ho material differences exist between the two sefs of Schedules.

e s

Steven G. Hirshenson, Chartered

February 27, 2017



STEVEN G. HIRSHENSON

CHARTERED
CERTIFIED PUBLIC ACCOUNTANT
50 W. EDMONSTON DRIVE
SUITE 603 TEL: 301-738-8803
ROCKVILLE, MD 20852 FAX: 301-738-8599

Report on Internal Control Required by SEC Rule 17a-5

To the Board of Directors
Wachtel & Co., Inc.
Washington, DC

In planning and performing our audit of the financial statements of Wachtel & Co., Inc. (the
Company) for the year ended December 31, 2016, in accordance with auditing standards generally
accepted in the United States of America, we considered the Company's internal control over
financial reporting (internal control) as a basis for designing our auditing procedures for the
purpose of expressing our opinion on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the Company's intemal control. Accordingly, we do
not express an opinion on the effectiveness of the Company’s internal control.

Also, as required by rule 17a-5(g){1) of the Securities and Exchange Commission (SEC), we have
made a study of the practices and procedures followed by the Company including consideration of
control activities for safeguarding securities. This study included tests of compliance with such
practices and procedures that we consider relevant to the objectives stated in rule 17a-5(g), in the
following:

1. Making a record of the periodic computations of aggregate indebtedness and net capital
under rule 17a-3(a)(11) and the reserve required by rule 15¢3-3(e).

2. Making the quarterly securities examinations, counts, verifications, and comparison, and
the recordation of differences required by rule 17a-13.

3. Complying with the requirements for prompt payment for securities under Section 8 of
Federal Reserve Regulation T of the Board of Govemors of the Federal Reserve System.

4. Obtaining and maintaining physical possession or control of all fully paid and excess
margin securities of customers as required by rule 15¢3-3.

The management of the company is responsible for establishing and maintaining internal control
and the practices and procedures referred to in the preceding paragraph. In fuffilling this
responsibility, estimates and judgments by management are required to assess the expected
benefits and related costs of controls, and of the practices and procedures referred to in the
preceding paragraph. And to assess whether those practices and procedures can be expected to
achieve the SEC’s above-mentioned objectives. Two of the objectives of intemal control and the
practices and procedures are to provide management with reasonable but not absolute assurance



that assets for which the Company has responsibility are safeguarded against loss from
unauthorized use or disposition and that transactions are executed in accordance with
management's authorization and recorded properly to permit the preparation of financial
statements in conformity with generally accepted accounting principles. Rule 17a-5(g) lists
additional objectives of the practices and procedures listed in the preceding paragraph.

Because of inherent limitations in internal control and the practices and procedures referred to

“above, error or fraud may occur and not be detected. Also, projection of any evaluation of them fo
future periods is subject to the risk that they may become inadequate because of changes in
conditions or that the effectiveness of their design and operation may deteriorate.

An internal control deficiency exists when the design or operation of a control does not aliow
management or employees, in the normal course of performing their assigned functions, to prevent
or detect misstatements on a timely basis. A significant deficiency is a deficiency, or combination
of deficiencies, in internal control that is less severe than a material weakness, yet important
enough to merit attention by those charged with govemance.

A material weakness is a deficiency, or combination of deficiencies, in internal control such that
there is a reasonable possibility that a material misstatement of the Company’s financial
statements will not be prevented, or detected and corrected on a timely basis.

Our consideration of internal control was for the limited purpose described in the first and second
paragraphs and would not necessarily identify all deficiencies in internal control that might be
material weaknesses. We did not identify any deficiencies in intemal control and control activities
for safeguarding securities that we consider o be material weaknesses, as defined previcusly.

We understand that practices and procedures that accomplish the objectives referred to in the
second paragraph of this report are considered by the SEC to be adequate for its purpose in
accordance with the Securities Exchange Act of 1334 and related regulations, and that practices
and procedures that do not accomplish such objectives in all material respects indicate a material
inadequacy for such purposes. Based on this understanding and on our study, we believe that the
Company's practices and procedures were adequate at December 31, 2016, to meet the SEC's
objectives.

This report is intended solely for the information and use of management, the SEC, and other
regulatory agencies that rely on rule 17a-5(g) under the Securities Exchange Act of 1934 in their
regulation of registered brokers and dealers, and is notintended to be and should not be used by
anyone other than these specified parties.

Sy VA

Steven G. Hirshenson, Chartered

February 27, 2017

STEVEN G. HIRSHENSON

CHARTERED
CERTIFIED PUBLIC ACCOQUNTANT
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Wachtel & Co Inc §6 240.17a-5(d)(1)Hi)(B}{1) Compliance Report December 31, 2016
(1} We have established and maintained Internal Control OverCompliance {paragraph (d)(3){ii);
(2) The Internal Control Over Compliance was effective during the most recent fiscal year;

(3) The Internal Control Over Compliance was effective as of the end of the most recent fiscal year ended
December 31, 2016;

{4) We were in compliance with Rule 15¢3-1 {Net capital requirements for brokers or dealers) and Rule 15¢3-3
{Customer Protection — Reserves and Custody of Securities) paragraph (e} “Special Reserve Bank Account for the
Exclusive Benefit of Customers” as of December 31, 2016.

The information used to determine compliance with Rule 15¢3-1 and Rule 15¢3-3 {e) was derived from our books
and records. This included {but was not limited to) examination of Net Capital Calculations, Customer Reserve
Calculations, Bank Account Statements and reconciliations, Position Records and other such records as we deemed
advisable.

Rule 17a-5{d)(3){ii) defines Internal Control Over Compliance as “internal controls that have the objective of providing
the broker-dealer with reasonable assurance that non-compliance with Rule 15¢3- 1, 15¢3-3, 17a-13, or any Account
Statement Rule will be prevented or detected on a timelybasis”.

A deficiency in Internal Control Over Compliance exists when the design or operation of a control does not allow
management or employees, in the riormal course of performing their assigned functions, to prevent or detect on a
timely basis non-compliance with § 240.15¢3-1, § 240.15¢3-3, § 240.17a-13, or any Account Statement Rule.

Rule 17a-5 defines material weakness as “a deficiency, or a combination of deficiencies, in the broker- dealer's
Internal Control Over Compliance such that there is a reasonable possibility that non- compliance with Rule 15¢3-1
or paragraph (e) of Rule 15¢3-3 will not be prevented or detected on a timely basis, or that non-compliance to a
material extent with Rule 15¢3-3, except for paragraph (e), Rule 17a-13 or any Account Statement Rule will not be
prevented or detected on a timelybasis”.

We did not identify any material weakness in the Internal Control Over Compliance during the most recent fiscal
year, or any instance of non-compliance with Rule 15¢3-1 or paragraph {e) of Rule 15¢3-3 during the year or as of
December 31, 2016.

Steven G Hirshenson, Chartered, a PCAOB-registered independent public accountant, has been engaged to prepare a
report based on an examination of certain statements made in this Compliance Report.

We understand that we are subject to penalties for willfully making falsestatements.

Bonnie K Wackizld

Bonnie K. Wachtel, CEO
January 20,2017
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STEVEN G. HIRSHENSON

CHARTERED
CERTIFIED PUBLIC ACCOUNTANT
50 W. EDMONSTON DRIVE
SUITE 603 TEL: 301-738-8803
ROCKVILLE, MD 20852 FAX: 301-738-8599

‘Report on Compliance Required by SEC Rule 17a-5(d)(1)(i)(C)

To the Board of Directors
Wachtel & Co., Inc.
Washington, DC

We have examined Wachtel & Co., Inc.’s statements, including the accompanying 17a-5(d)(B)(1)
Compliance Report, that (1) Wachtel & Co., Inc.'s internal control over compliance was effective during the
most recent fiscal year ended December 31, 2016; (2) Wachtel & Co., Inc.’s internaf control over
compliance was effective as of December 31, 2016; (3) Wachtef & Co., Inc. was in compliance with
Securities and Exchange Commission (SEC) Rules 15¢3-1 and 15¢3-3(e) as of December 31, 2016; and
(4) the information used to state that Wachtel & Co., Inc. was in compliance with Rules 15¢3-1 and 15¢3-
3(e) was derived from Wachtel & Co., Inc.’s books and records. Wachtel & Co., Inc.'s management is
responsible for establishing and maintaining a system of internal control over compliance that has the
objective of providing Wachtel & Co., Inc. with reasonable assurance that non-compliance with Rules
15¢3-1, 15¢3-3, 17a-13 or any Rule of a Designated Examining Authority that requires account statements
to be sent to the customers of Wachtel & Co., Inc. will be prevented or detected on a timely basis. Our
responsibility is lo express an opinion on Wachtel & Co., Inc.’s statements based on our examination.

We conducted our examination in accordance with the standards of the Public Company Accounting
Oversight Board {United States). Those standards require that we plan and perform the examination to
obtain reasonable assurance about whether Wachtel & Co., Inc.'s internal control over compliance was
effective as of and during the most recent fiscal year ended December 31, 2016; Wachtel & Co., Inc.
complied with Rules 15¢3-1 and 15¢3-3(e} as of December 31, 2016; and the information used to assert
compliance with Rules 15¢3-1 and 15¢3-3(e) as of December 31, 2016 was derived from Wachtel & Co.,
Inc.'s books and records. Our examination includes testing and evaluating the design and operating
effectiveness of internal control over compliance, testing and evaluating Wachtel & Co., Inc.'s compliance
with Rules 15¢3-1 and 15¢3-3(e), determining whether the information used to assert compliance with
Rules 15¢3-1 and 15¢3-3(e) was derived from Wachtel & Co., Inc.'s books and records, and performing
such other procedures as we considered necessary in the circumstances. We believe that our examination
provides a reasonable basis for our opinion.

In our opinion, Wachtel & Co., Inc.’s statements referred to above are fairly stated, in all malerial respects.
{ %;Z"‘f“ Jé Z ;
Steven G. Hirshenson, Chartered

February 27, 2017



